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(3) If the level-life monthly benefit
calculated pursuant to paragraph (f)(1)
of this section exceeds the monthly
amount calculated pursuant to para-
graph (f)(2) of this section, then the
monthly maximum benefit
guaranteeable shall be a step-down life
annuity under which the monthly
amount of the temporary additional
benefit and the amount of the monthly
benefit payable for life, respectively,
shall bear the same ratio to the month-
ly amount of the temporary additional
benefit and the monthly benefit pay-
able for life provided under the plan,
respectively, as the monthly benefit
calculated pursuant to paragraph (f)(2)
of this section bears to the monthly
benefit calculated pursuant to para-
graph (f)(1) of this section.

(g) PPA 2006 bankruptcy termination.
(1) In a PPA 2006 bankruptcy termi-
nation, except as provided in the next
sentence, ‘‘bankruptcy filing date” is
substituted for ‘‘termination date’ and
“date of plan termination’ each place
that ‘‘termination date” or ‘‘date of
plan termination” appears in para-
graphs (¢), (d), and (f) of this section. In
any case in which an event (such as the
death of a participant or beneficiary
who was alive on the bankruptcy filing
date) that affects who is receiving or
will receive a benefit from PBGC has
occurred on or before the termination
date, PBGC will determine the factors
in paragraphs (d), (e), and (f) based on
the form of benefit that was being paid
(or was payable) and the person who
was receiving or was entitled to receive
the benefit from PBGC as of the termi-
nation date. (The case of Participant C
in the example below illustrates this
exception.)

(2) Example. (i) Facts. The contrib-
uting sponsor of a plan files a bank-
ruptcy petition in July 2007, and the
sponsor’s plan terminates in a PBGC-
initiated termination with a termi-
nation date in July 2008. At the bank-
ruptcey filing date:

(A) Participant A was age 64 and re-
ceiving a benefit from the plan in the
form of a 10-year certain-and-contin-
uous annuity, with 4 years remaining
in the certain period.

(B) Participant B was age 60 and 6
months and was still working. She
began receiving a benefit from the plan
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in the form of a 50% joint-and-survivor
annuity when she turned 61 in January
2008. Her spouse was the same age as
she.

(C) Participant C was age 60 and was
receiving a $3,000/month benefit from
the plan in the form of a 50% joint-and-
survivor annuity, with his spouse, age
58, as his beneficiary. Participant C he
died in February 2008 and in March 2008
his spouse began receiving a 50% sur-
vivor annuity of $1,500/month.

(D) Participant D was age 59 and was
still working; he began receiving a
straight-life annuity from the PBGC in
July 2010 when he was 62 years old.

(ii) Conclusions. In accordance with
§4022.22(b)(2), PBGC computes the max-
imum guaranteeable monthly benefit
for Participants A, B, and D and for the
spouse of Participant C based on the
$4,125.00 amount determined under
§4022.22(a)(2) for 2007. (The gross-in-
come-based limitation in §4022.22(a)(1)
does not apply to any of these partici-
pants.)

(A) Participant A’s maximum
guaranteeable monthly benefit is
$3,759.53 [$4,125.00 x .93 (7% reduction
for a benefit starting at age 64) x .98
(2% reduction for a certain-and-contin-
uous annuity with 4 years remaining in
the certain period)].

(B) Participant B’s maximum
guaranteeable monthly benefit is
$2,673.00 [$4,125.00 x .72 (28% reduction
for a benefit starting at age 61) x .90
(10% reduction due to the 50% joint-
and-survivor feature)].

(C) Participant C’s spouse’s max-
imum guaranteeable monthly benefit
is $2,351.25 [$4,125.00 x .57 (43% reduction
for a benefit starting at age 58; no re-
duction for the form of benefit because
the spouse’s survivor benefit is a
straight-life annuity)]. Because that
amount exceeds the spouse’s $1,500
monthly survivor benefit, the spouse’s
benefit is not reduced by the maximum
guaranteeable benefit limitation.

(D) Participant D’s maximum
guaranteeable monthly benefit is
$3,258.75 [$4,125.00 x .79 (21% reduction
for a benefit starting at age 62)].

[61 FR 34028, July 1, 1996; 61 FR 36626, July 12,
1996; 76 FR 34603, June 14, 2011]

§4022.24 Benefit increases.
(a) Scope. This section applies:
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(1) To all benefit increases, as defined
in §4022.2, payable with respect to a
participant other than a substantial
owner, which have been in effect for
less than five years preceding the ter-
mination date; and

(2) To all benefit increases payable
with respect to a substantial owner,
which have been in effect for less than
30 years preceding the termination
date.

(b) General rule. Benefit increases de-
scribed in paragraph (a) of this section
shall be guaranteed only to the extent
provided in §4022.25 with respect to a
participant other than a substantial
owner and in §4022.26 with respect to a
participant who is a substantial owner.

(c) Computation of guaranteeable ben-
efit increases. Except as provided in
paragraph (d) of this section pertaining
to multiple benefit increases, the
amount of a guaranteeable benefit in-
crease shall be the amount, if any, by
which the monthly benefit calculated
pursuant to paragraph (c)(1) of this sec-
tion (the monthly benefit provided
under the terms of the plan as of the
termination date, as limited by
§4022.22) exceeds the monthly benefit
calculated pursuant to paragraph (c)(4)
of this section (the monthly benefit
which would have been payable on the
termination date if the benefit pro-
vided subsequent to the increase were
equivalent, as of the date of the in-
crease, to the benefit provided prior to
the increase).

(1) Determine the amount of the
monthly benefit payable on the termi-
nation date (or, in the case of a de-
ferred benefit, the monthly benefit
which will become payable thereafter)
under the terms of the plan subsequent
to the increase, using service credited
to the participant as of the termi-
nation date, that is guaranteeable pur-
suant to §4022.22;

(2) Determine, as of the date of the
benefit increase, in accordance with
the provisions of §4022.23, the factors
which would be used to calculate the
monthly maximum benefit
guaranteeable (i) under the terms of
the plan prior to the increase and (ii)
under the terms of the plan subsequent
to the increase. However, when the
benefit referred to in paragraph
(c)(2)(ii) of this section is a joint and
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survivor benefit deferred as of the ter-
mination date and there is no bene-
ficiary on that date, the factors com-
puted in paragraph (c)(2)(ii) of this sec-
tion shall be determined as if the ben-
efit were payable only to the partici-
pant. BEach set of factors determined
under this paragraph shall be stated in
the manner set forth in §4022.23(b)(1);

(3) Multiply the monthly benefit
which would have been payable (or, in
the case of a deferred benefit, would
have become payable) under the terms
of the plan prior to the increase based
on service credited to the participant
as of the termination date by a frac-
tion, the numerator of which is the
product of the factors computed pursu-
ant to paragraph (c)(2)(ii) of this sec-
tion and the denominator of which is
the product of the factors computed
pursuant to paragraph (c)(2)(i) of this
section.

(4) Calculate the amount of the
monthly benefit which would be pay-
able on the termination date if the
monthly benefit computed in para-
graph (c)(3) of this section had been
payable commencing on the date of the
benefit increase (or, in the case of a de-
ferred benefit, would have become pay-
able thereafter). In the case of a ben-
efit which does not become payable
until subsequent to the termination
date, the amount of the monthly ben-
efit determined pursuant to this para-
graph is the same as the amount of the
monthly benefit calculated pursuant to
paragraph (c¢)(3) of this section.

(d) Multiple benefit increases. (1) Where
there has been more than one benefit
increase described in paragraph (a) of
this section, the amounts of
guaranteeable benefit increases shall
be calculated beginning with the ear-
liest increase, and each such amount
(except for the amount resulting from
the final benefit increase) shall be mul-
tiplied by a fraction, the numerator of
which is the product of the factors,
stated in the manner set forth in
§4022.23(b)(1), used to calculate the
monthly maximum guaranteeable ben-
efit under §4022.22 and the denominator
of which is the product of the factors
used in the calculation under para-
graph (¢)(2)(i) of this section.

(2) BEach benefit increase shall be
treated separately for the purposes of
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§4022.25, except as otherwise provided
in paragraph (d) of that section, and for
the purposes of §4022.26, as appropriate.

(e) For the purposes of §§4022.22
through 4022.27, a benefit increase is
deemed to be in effect commencing on
the later of its adoption date or its ef-
fective date.

(f) PPA 2006 bankruptcy termination. In
a PPA 2006 bankruptcy termination,
except as provided in the next sen-
tence, ‘‘bankruptcy filing date’ is sub-
stituted for ‘‘termination date’ each
place that ‘‘termination date’ appears
in paragraphs (a) and (c) of this sec-
tion. In any case in which an event
(such as the death of a participant or
beneficiary who was alive on the bank-
ruptcy filing date) that affects who is
receiving or will receive a benefit from
PBGC has occurred on or before the
termination date, PBGC will compute
the benefit based on the form of benefit
that was being paid (or was payable)
and the person who was receiving or
was entitled to receive the benefit from
PBGC as of the termination date, con-
sistent with §4022.23(g).

[61 FR 34028, July 1, 1996; 61 FR 36626, July 12,
1996, as amended at 62 FR 67728, Dec. 30, 1997;
76 FR 34603, June 14, 2011]

§4022.25 Five-year phase-in of benefit
guarantee for participants other
than substantial owners.

(a) Scope. This section applies to the
guarantee of benefit increases which
have been in effect for less than five
years with respect to participants
other than substantial owners.

(b) Phase-in formula. The amount of a
benefit increase computed pursuant to
§4022.24 shall be guaranteed to the ex-
tent provided in the following formula:
the number of years the benefit in-
crease has been in effect, not to exceed
five, multiplied by the greater of (1) 20
percent of the amount computed pursu-
ant to §4022.24; or (2) $20 per month.

(c) Computation of years. In com-
puting the number of years a benefit
increase has been in effect, each com-
plete 12-month period ending on or be-
fore the termination date during which
such benefit increase was in effect con-
stitutes one year.

(d) Multiple benefit increases. In apply-
ing the formula contained in paragraph
(b) of this section, multiple benefit in-
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creases within any 12-month period
ending on or before the termination
date and calculated from that date are
aggregated and treated as one benefit
increase.

(e) Notwithstanding the provisions of
paragraph (b) of this section, a benefit
increase described in paragraph (a) of
this section shall be guaranteed only if
PBGC determines that the plan was
terminated for a reasonable business
purpose and not for the purpose of ob-
taining the payment of benefits by
PBGC.

(f) PPA 2006 bankruptcy termination. In
a PPA 2006 bankruptcy termination,
“bankruptcy filing date’’ is substituted
for ‘‘termination date’ each place that
“termination date’” appears in para-
graphs (c¢) and (d) of this section. Ex-
ample: A plan amendment that was
adopted and effective in February 2007
increased a participant’s benefit by
$300 per month (as computed under
§4022.24). The contributing sponsor of
the plan filed a bankruptcy petition in
March 2009 and the plan has a termi-
nation date in April 2010. PBGC’s guar-
antee of the participant’s benefit in-
crease is limited to $120 ($300 x 40%),
because the increase was made more
than 2 years but less than 3 years be-
fore the bankruptcy filing date.

[61 FR 34028, July 1, 1996, as amended at 67
FR 16956, Apr. 8, 2002; 76 FR 34603, June 14,
2011]

§4022.26 Phase-in of benefit guarantee
for participants who are substantial
owners.

(a) Scope. This section shall apply to
the guarantee of all benefits described
in subpart A (subject to the limitations
in §4022.21) with respect to participants
who are substantial owners at the ter-
mination date or who were substantial
owners at any time within the 5-year
period preceding that date.

(b) Phase-in formula when there have
been mno benefit increases. Benefits pro-
vided by a plan under which there has
been no benefit increase, other than
the adoption of the plan, shall be guar-
anteed to the extent provided in the
following  formula: The monthly
amount computed under §4022.22 multi-
plied by a fraction not to exceed 1, the
numerator of which is the number of
full years prior to the termination date
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